MINUTES

North Dakota State Water Commission
Bismarck, North Dakota

December 11, 2020

The North Dakota State Water Commission (SWC or Commission) held a meeting via telephone
conference on December 11, 2020. Governor Burgum called the meeting to order at 9:05 a.m.
A quorum was present.

STATE WATER COMMISSION MEMBERS PRESENT:

Governor Burgum, Chairman (left call at 12:10 p.m.)

Lt. Governor Sanford, Acting Chairman (chaired meeting at 12:10 p.m.)
Doug Goehring, Commissioner, ND Department of Agriculture, Bismarck (left call at 1:00 p.m.)
Michael Anderson, Hillsboro

Katie Hemmer, Jamestown

Richard Johnson, Devils Lake

Mark Owan, Williston

Matthew Pedersen, Valley City

Steven Schneider, Dickinson (joined call at 10:10 a.m.)

Jason Zimmerman, Minot

STATE WATER COMMISSION MEMBERS ABSENT:
Jay Volk, Bismarck

OTHERS PRESENT:

John Paczkowski, Interim State Engineer, and Chief Engineer-Secretary
SWC Staff

Jennifer Verleger, General Counsel, Attorney General’s Office

Reice Haase, Policy Advisor, Governor’s Office

Approximately 100 people interested in agenda items.

CONSIDERATION OF AGENDA

The agenda for the December 11, 2020, SWC meeting was approved as presented.

CONSIDERATION OF DRAFT MEETING MINUTES

The draft minutes for the October 8 and November 12, 2020, meetings were reviewed. The
October 8 minutes were approved with revisions, and the November 12 minutes were approved
with no modifications.

It was moved by Commissioner Owan, seconded by Commissioner
Goehring, and unanimously carried, that the minutes for the October 8 and
November 12, 2020, meetings be approved as revised and presented.

SWC FINANCIAL REPORTS

The allocated program expenditures for the period ending October 2020 and financial reports
were presented by Heide Delorme, Administrative Services Director (APPENDIX A). The oll
extraction tax deposits into the Resources Trust Fund (RTF) total $216.4M through December
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2020. The revised revenue for the 2019-21 biennium was $288.3M. The revised revenue
forecast for the 2021-23 biennium is $254.8M.

Lt. Governor Sanford asked for discussion of the $103,440,000 which is the sum of the SWC
operations, legislative intent balance, December cost-share requests, and uncommitted
revenues. $346,510,000 is approvals that have not been paid to date. $103,440,000 is what is
remaining based on the current projection for this biennium.

Heide stated the information was correct.

Governor Burgum asked Heide to address the forecasted balance between now and the end of
the year and the negative number in the uncommitted revenue. Heide stated the current
monthly projection was $10.3M through the end of the biennium. The negative $-3,207,000
balance includes SWC operations and reflects actual cash available in the RTF. Heide
indicated the timing of reports and financial data also contributes to the negative balance.

Commissioner Goehring asked for clarification on whether or not the unpaid amount was
considered obligated to projects, and could not be used for additional projects. Heide stated
that was correct.

Commissioner Hemmer stated that with the projected revenues, there was $103M left of
uncommitted funds to approve for funding through the end of the biennium. All future cost-
share requests would be made from the $103M. The $-3,207,000 reflects the entire amount of
the unfunded legislative intent of $82,000,000 for Fargo flood control, Minot flood control, and
Red River Valley Water Supply Project (RRVWSP), and may not be requested this biennium.
Commissioner Hemmer stated it was deceiving to have the $-3,207,000 when we only have
$103M left to approve.

Governor Burgum stated this was accurate because there were de-obligations against the intent
balance, and communication with the SWC and the project sponsors on amounts they will need
to request and spend this biennium. Governor Burgum indicated the Commission would stay in
communication with project sponsors for the remaining biennium in order to determine future
requests for funding. Governor Burgum affirmed the Commission will not be overspending
through the end of the biennium based on relevant cash available.

Commissioner Hemmer asked to clarify that at the October 2020 Commission meeting, the
Commission was told there was a zero balance of uncommitted funds, and current figures show
$103M. The financials reflect the amount actually available in the uncommitted balance and
was significantly different than what was shown in October. Commissioner Hemmer stated the
Commission had the opportunity to approve additional projects through the biennium, including
the December cost-share requests and additional projects during the next construction season.
If there are critical projects, project sponsors should submit their applications for consideration,
and are approved prior to the 2021 construction season.

Commissioner Goehring stated that wasn’t the information presented in October. The
information given reflected the fact that the SWC was working to determine funding projections,
SWC operations, and the legislative intent balance. As long as the SWC does not go beyond
the legislative intent balance, funding should be available through the end of the biennium.

Lt. Governor Sanford agreed and that the $165,205,539 was from the appropriations bill, SB
2020, from last session based on prior and higher revenue forecasts. The SWC is determining
what funds are available, and the $82.4M represents the Office of Management and Budget's
(OMB) projected eight months revenue forecast, and the SWC is not yet at that projected
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amount. $103M is the best estimate of funds available because the SWC is not appropriated a
cash balance, but is appropriated a projected revenue forecast balance. The SWC has been
given the authority to spend $165,205,000, based on funds available in the Resources Trust
Fund (RTF). The intent balance is not approved money. Lt. Governor Sanford stated that much
work had been done to better define and show funding available.

Governor Burgum stated that we did have differing information related to available funds, and
asked Lt. Governor to clarify. Lt. Governor Sanford stated that the carryforward capital assets
of $38M was not clearly reflected to show whether or not those funds were included in expenses
for this biennium, or if it was from carryover funds from prior biennium. It has been determined
that the $38M was carried over from 2017-19 and does not need to be included in current
requests for this biennium.

ND DRINKING WATER STATE REVOLVING LOAN FUND —
2021 INTENDED USE PLAN

An update of the ND Drinking Water State Revolving Loan Fund (DWSRF) was presented by
Shannon Fisher, Program Manager, ND Department of Environmental Quality (Department).

The Department prepared the 2021 Intended Use Plan, which contains the Comprehensive
Project Priority List and the Fundable List. The plan was available to the public for review and
comment, with a public hearing held on November 5 and comments were accepted until
November 19.

In accordance with NDCC Chapter 61-28.1, the Department must administer and disburse
DWSREF funds with the approval of the Commission. Also, the Department must establish
assistance priorities and expend grant funds pursuant to the priority list for the DWSRF, after
consulting with and obtaining the approval of the Commission.

The process of prioritizing new or modified projects is completed on an annual basis. The list
includes 267 projects, with a cumulative total project cost of $636.6M.

Following Commission approval of the 2021 Comprehensive Project Priority List and Fundable
List, the Department will apply for the Environmental Protection Agency program. Commission
approval will enable the Department to proceed with disbursement of funds once the
Environmental Protection Agency has approved the capitalization grant. The Department
intends to disburse DWSRF funds according to the 2021 Comprehensive Project Priority List
and Fundable List, attached as APPENDIX B.

Commissioner Hemmer asked for clarification on whether or not the Department had ever
turned down a qualified project based on ranking, and that funds were available for all eligible
projects. Shannon stated that was correct, in regard to loan forgiveness. Loan forgiveness is
based on the ratio of user rates to the systems’ median household income.

Governor Burgum asked DeAnn Ament, Director, Public Finance Authority, to provide
information related to the availability of bond money. DeAnn provided a history of the bonding
and program funding.

The recommendation was to approve the 2021 Comprehensive Project Priority List and the
Fundable List, and authorize the Department to administer the 2021 Intended Use Plan for the
DWSRF. The approval is subject to the entire contents contained herein.
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The following motion was made:

It was moved by Commissioner Goehring and seconded by Commissioner
Johnson the Commission approve the 2021 Comprehensive Project Priority
List and the Fundable List, and authorize the Department to administer the
2021 Intended Use Plan for the DWSRF. This action is subject to the entire
contents contained herein.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen,
Zimmerman, Goehring, and Governor Burgum voted aye. There were no nay
votes. The motion carried.

2021-2023 SWC STRATEGIC PLAN

Pat Fridgen, Planning and Education Division Director, presented a final draft of the 2021-2023
SWC Strategic Plan (Strategic Plan) for consideration. The final draft was submitted to the
Commission for their consideration at the October meeting. The Commissioners were asked to
provide comments or suggested changes prior to the December meeting.

As part of the strategic planning process and the Governor’s budgeting and strategy review
directives, each of the SWC'’s divisions identified their highest project and program priorities.
The information was used to establish new strategic initiatives and priorities to define how the
SWC and its staff would accomplish overall goals.

Commissioner Hemmer asked why the Commission was asked to approve the Strategic Plan
that SWC staff created and the Commission did not participate in creating, and whether or not
the Commission had to approve. Pat stated the Strategic Plan had been brought to the
Commission for approval the past two biennia for approval, but the Commission would not
necessarily have to approve the Strategic Plan.

Commissioner Hemmer stated that she would like to see the Commission have a strategic plan
and goals of its own. Commissioner Hemmer felt it was unnecessary to approve the Strategic
Plan when the Commission did not participate or provide feedback in drafting of the Strategic
Plan. Governor Burgum agreed that the Commission should be involved in future development
of strategic plans, and asked that Pat take the lead to ensure this was done. Commissioner
Johnson stated it was important for the Commission members to be aware and informed that
the SWC staff created the new Strategic Plan, and that review and discussion on the Strategic
Plan was well spent.

The following motion was made:

It was moved by Commissioner Johnson and seconded by Commissioner
Pedersen the Commission approve the 2021-2023 SWC and Office of the
State Engineer Strategic Plan.

Commissioners Anderson, Johnson, Owan, Pedersen, Zimmerman,
Goehring, and Governor Burgum voted aye. Commissioner Hemmer voted
nay. The motion carried.
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2021 WATER DEVELOPMENT PLAN

Pat Fridgen provided a final draft of the 2021 Water Development Plan (Plan). The SWC is
required to provide the Plan on a biennial basis and prepared the Plan for the 2021-2023
biennium. Pat thanked SWC staff, Commissioners, and project sponsors for their contributions
to the Plan.

A first draft of the Plan was sent to Commissioners in October and the final draft was presented
in November for additional review. Based on discussion at the November meeting, revisions
were made to the Plan as requested.

Pat also discussed the new platform being developed, “The Water Development Dashboard.”
This platform will be used to update relevant sections of the Plan throughout the biennium with
real time information. This platform may also present options for future digital formats of the
Plan.

Commissioner Johnson asked what level of cost-share would make future budget requests
sustainable based on future needs for infrastructure projects in the state. Pat stated that if the
largest three state-funded projects were removed from the overall 10-year plan, a break-even
funding of cost-share would be approximately 50 percent.

Pat requested Commission approval of the Plan to proceed with printing and overall distribution.
If additional changes were needed, SWC staff asked that the requested changes be sent no
later than December 16.

Lt. Governor Sanford asked if the Plan was required by ND Century Code, and whether the Plan
was used by legislative appropriations to develop the overall Commission budget line items and
appropriation bill during Session. Pat stated that was correct. The Plan is a comprehensive
overview of what the infrastructure needs are throughout the state for water development.

Lt. Governor Sanford stated that alternative means of funding need to be discussed and
identified in order to fund future water development projects. Governor Burgum also stated that
possible development of gap financing through bonding during low interest rates, would be very
beneficial to the state. Governor Burgum and Lt. Governor Sanford would like to see the
Revolving Loan Fund be a permanent option for future funding of water infrastructure projects.

The following motion was made:

It was moved by Commissioner Anderson and seconded by Commissioner
Schneider the Commission approve the 2021 Water Development Plan,
including recommendations for the 2021-2023 biennium, with any minor
changes received before final printing.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen, Schneider,
Zimmerman, Goehring, and Governor Burgum voted aye. There were no nay
votes. The motion carried.
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agreement and extension of funds be tabled and reviewed at the February
2021 Commission meeting.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen, Schneider,
and Governor Burgum voted aye. Commissioners Goehring and Zimmerman
voted nay. The motion carried.

After further discussion regarding the Sheyenne River Valley Flood Control project (Lisbon),
Lynchburg Channel Improvements (Maple River Water Resource District) project, Granville-
Deering (North Prairie Regional Water District), and Valley City Phase Il Construction, the
following motion was made:

It was moved by Commissioner Hemmer and seconded by Commissioner
Johnson the Commission approve the request from the Maple River Water
Resource District and the City of Lisbon, to extend current funding
agreements based on the project sponsors continuing to make progress in
2020-2021.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen, Schneider,
Zimmerman, Goehring, and Governor Burgum voted aye. There were no nay
votes. The motion carried.

STATE COST-SHARE REQUESTS

FLOOD CONTROL AND GENERAL WATER PROJECTS:

ENDERLIN PARK BOARD: MAPLE RIVER BANK STABILIZATION - $132,500
(SWC Project No. 2152)

The Enderlin Park Board requested cost-share for its Maple River Bank Stabilization project.
The purpose of the project is to stabilize the west bank of the Maple River adjacent to Patrick
Pierce Park in order to prevent further erosion that impacts the park.

The project includes engineering and construction costs, and will be bid upon Commission
funding approval. Construction is anticipated to begin winter 2020, and is expected to be
completed by spring 2021. The economic analysis for this project has returned a benefit-to-cost
ratio of 1.155.

The total cost of this project is $265,000, all of which is eligible for cost-share as a water
conveyance bank stabilization project. The project meets the requirements of the
Commission’s cost-share policy, and the recommendation was to provide cost-share of
$132,500, which is 50 percent of eligible costs.

The following motion was made:

It was moved by Commission Goehring and seconded by Commissioner
Pedersen the Commission approve the request by the Enderlin Park
Board for $132,500 at 50 percent of eligible costs. This approval is
contingent on available funding.
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Commissioners Anderson, Hemmer, Johnson, Pedersen, Schneider,
Zimmerman, Goehring, and Governor Burgum voted aye. Commissioner
Owan voted nay. The motion carried.

GRAND FORKS-TRAILL JOINT WATER RESOURCE DISTRICT: GRAND FORKS-
TRAILL DRAIN NO. 59 - $2,783,837
(SWC Project No. 2135)

The Grand Forks-Traill Joint Water Resource District (District) requested cost-share for its
Grand Forks County Legal Drain No. 59 project. The purpose of the project is to construct a
new assessment drain to facilitate agricultural drainage.

An assessment district for the project has been formed, a drain permit has been approved for
the project, and the project sponsor has indicated that all right-of-way for drain construction has
been acquired.

The project includes engineering and construction costs, and will be bid upon Commission
funding approval. Construction is anticipated to begin spring 2021, and is expected to be
completed by fall 2022. An economic analysis completed for the project has returned a benefit-
to-cost ratio of 2.327.

The total cost of this project is $7,129,904, of which $6,186,304 is eligible for cost-share as a
water conveyance rural flood control project. The project meets the requirements of the
Commission’s cost-share policy, and the recommendation was to approve cost-share of
$2,783,837, which is 45 percent of eligible costs.

Commissioner Anderson inquired if all litigation was concluded and whether all assessment
areas of the project with drainage issues would be addressed. Commissioner Anderson also
asked for clarification of the final vote to proceed with the project.

Richard Axvig, District Chairman, and Gerald Pribula, Pribula Engineering, Inc., stated that
litigation was resolved and all areas in the assessment area with drainage issues would be
addressed, and assessments are fairly distributed throughout the region. The final vote was a
weighted vote of 56.4 percent in favor.

Commissioner Johnson asked why the contingency for this project seemed relatively high at
$485,000. John Paczkowski stated that the contingency was set at 7 percent of the total project
cost and was within the norm for large projects.

Commissioner Owan requested that it be recorded that his no vote(s) for the cost-share
requests were made because he felt the projects were not a priority at this time because of
financial hardship, but that the projects were of merit.

The following motion was made:

It was moved by Commission Goehring and seconded by Commissioner
Johnson the Commission approve the request by the Grand Forks-Traill
Joint Water Resource District for $2,783,837 at 45 percent of eligible
costs. This approval is contingent on available funding.
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Commissioners Anderson, Hemmer, Johnson, Pedersen, Schneider,
Zimmerman, Goehring, and Governor Burgum voted aye. Commissioner
Owan voted nay. The motion carried.

SOUTHEAST CASS WATER RESOURCE DISTRICT: 2020-2021 WILD RICE RIVER
SNAGGING AND CLEARING - $18,120
(SWC Project No. 1868)

The Southeast Cass Water Resource District (District) requested cost-share for the 2020-2021
Wild Rice River Snagging and Clearing project. The project will include removal and disposal of
fallen trees, accumulated debris, and trees in imminent danger of falling into the river, and is
intended to prevent damage to roads, bridges, and hydraulic structures along the Wild Rice
River.

The project includes engineering and construction costs, and will be bid upon Commission
funding approval. The results of the economic analysis (EA) for this project yielded a benefit-to-
cost ratio of 0.151. The total project cost estimate is $240,000. The District requested 50
percent cost-share as a water conveyance snagging and clearing project. The total eligible cost
is $240,000, which totals $120,000 in potential cost-share from the Commission. Since the EA
resulted in a benefit-to-cost ratio of 0.151, the recommendation was a reduced cost-share of
7.55 percent of eligible costs, or $18,120 in state funding. The project meets the requirements
of the Commission’s cost-share policy, and the recommendation was to approve the request for
$18,120 at 7.55 percent of eligible costs.

Commissioner Anderson asked if the snagging and clearing was going to be a yearly cost-share
request. Keith Weston, Manager, Southeast Cass Water Resource District, stated that
shagging and clearing projects are completed annually as preventative measures to alleviate
issues along the Red River Valley.

Governor Burgum requested SWC staff include the number of bridges to the maps for the
shagging and clearing projects.

Kurt Lynse, Moore Engineering, Inc., suggested the EA needed to have a damage curve added
as a component for the snag and clear projects.

Commissioner Johnson asked if SWC staff would view the sites of proposed snagging and
clearing projects. John Paczkowski stated that SWC staff does not visit the sites because the
locations are remote, and the actual work is usually completed during the winter months. The
need for the project is determined by the project sponsor.

Commissioner Anderson suggested that these types of projects be presented as bank
stabilization projects in the future to alleviate the need for annual and continued need for
shagging and clearing projects.

Commissioner Hemmer asked Dr. Duane Pool, SWC Resource Economist, for clarification on
the EA when determining the return for investment. Commissioner Hemmer stated projects that
do not receive at least 1:1 return on investment should not be eligible for cost-share.
Commissioner Hemmer asked if there was something that was not captured in this EA as it
applied to snagging and clearing projects and that the model may need to be adjusted.
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Dr. Pool stated that the model currently looks at future annualized clean-up costs mitigated by a
single action of snagging and clearing. One item not in the current model is a direct damage
function for bridges due to a lack of historic damages caused by snags and the proportion of
those damages attributable to snag accumulation. The SWC is consistent with surrounding
states utilizing the benefit-to-cost ratio model, and the overall economics do not bode well for
these types of projects. Keith Weston agreed that additional work needs to be done on the EA
model to better develop the EA criteria for snagging and clearing projects. Governor Burgum
requested further development of the EA and review of SWC policy related to snagging and

clearing projects.

The following motion was made:

SOUTHEAST CASS WATER RESOURCE DISTRICT: 2020-2021 SHEYENNE RIVER

It was moved by Commission Goehring and seconded by Commissioner
Pedersen the Commission approve the request by the Southeast Cass
Water Resource District for $18,120 at 7.55 percent of eligible costs.
This approval is contingent on available funding.

Commissioners Anderson, Pedersen, Schneider, Zimmerman, Goehring,
and Governor Burgum voted aye. Commissioners Hemmer, Johnson, and
Owan voted nay. The motion carried.

SNAGGING AND CLEARING - $52,332
(SWC Project No. 2095)

The Southeast Cass Water Resource District (District) requested cost-share for the 2020-2021
Sheyenne River Snagging and Clearing project. The project will include removal and disposal
of fallen trees, accumulated debris, and trees in imminent danger of falling into the river, and is
intended to prevent damage to roads, bridges, and hydraulic structures along the Sheyenne

River.

The project includes engineering and construction costs, and will be bid upon Commission
funding approval. The results of the economic analysis for this project yielded a benefit-to-cost
ratio of 0.178. The total project cost estimate is $588,000. The District requested 50 percent
cost-share as a flood control project. The total eligible cost is $588,000, which totals $294,000

in potential cost-share from the Commission. The project meets the requirements of the

Commission’s cost-share policy, and the recommendation was to approve the request for
$52,332 at 8.9 percent of eligible costs, which was adjusted to reflect the benefit-to-cost ratio of

0.178.

The following motion was made:

It was moved by Commission Goehring and seconded by Commissioner
Zimmerman the Commission approve the request by the Southeast Cass
Water Resource District for $52,332 at 8.9 percent of eligible costs. This
approval is contingent on available funding.

Commissioners Anderson, Pedersen, Schneider, Zimmerman, Goehring,
and Governor Burgum voted aye. Commissioners Hemmer, Johnson, and
Owan voted nay. The motion carried.
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GOLDEN VALLEY WATER RESOURCE DISTRICT: ODLAND DAM REHABILITATION -
$306,000; $204,000 (LOAN)
(SWC Project No. 0394)

The Golden Valley Water Resource District (District) requested cost-share for the Odland Dam
Rehabilitation project. The purpose of the project is to replace the deteriorating weir that serves
as the principal spillway, repair low areas on the dam embankment, and raise the emergency
secondary spillway in order to address safety concerns and to maintain the impoundment for
recreation.

The project was bid in September 2020, and the low bid received in the amount of $1,500,000
exceeds the construction engineering and construction cost estimate of $990,000 by $510,000.
The Commission previously approved $595,800 in cost-share funds and a request for a low
interest loan in the amount of $146,000 toward construction engineering and construction costs
in 2020.

The District requested 60 percent cost-share of the additional $510,000 in construction
engineering and construction costs as a dam repair project, all of which is eligible for cost-share
in the amount of $306,000, and requested approval of a low interest loan in the amount of
$204,000 to cover the remainder of the cost increase. This project meets the requirements
of the Commission’s cost-share policy, and the recommendation was to approve the
requests for cost-share of $306,000 and an additional loan in the amount of $204,000.

Commissioner Anderson asked if the safety and recreational components were addressed, and
categorized as maintenance for rehabilitation if needed. Pat Fridgen stated that this was
discussed by the Commission in great detail in the past. SWC policy was changed to reflect 60
percent cost-share available for dam rehabilitation or safety related issues. This alleviates the
need to discuss for each dam project the percentage of each factor being recreation,
rehabilitation, or safety factors.

The following motion was made:

It was moved by Commission Pedersen and seconded by Commissioner
Schneider the Commission approve the request by the Golden Valley
Water Resource District for $306,000 at 60 percent of eligible costs, and
approve the request for a 30-year loan from the Infrastructure Revolving
Loan Fund, administered by the Bank of North Dakota, at a 2 percent
interest rate in the amount of $204,000. This approval is contingent
on available funding.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen, Schneider,
Zimmerman, Goehring, and Governor Burgum voted aye. There were no nay
votes. The motion carried.

WATER SUPPLY PROJECTS:

Jeffrey Mattern, SWC Engineer Manager, stated the city of Valley City sent a letter to SWC staff
thanking staff and the Commission for their assistance and support related to the membrane
replacement project.
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GARRISON DIVERSION CONSERVANCY DISTRICT (GDCD): RED RIVER VALLEY
WATER SUPPLY PROJECT (RRVWSP) - $9,250,000
(SWC Project No. 325)

The GDCD requested an additional $9,520,000 cost-share for early-out construction of the
RRVWSP. The GDCD requested $16,400,000 cost-share in October 2020 and was approved
for $6,880,000 for the highest priority project elements. The current request is for cost-share
toward the remaining cost of early-out construction.

The Commission's 2019-2021 appropriation bill, SB2020, provided, in the form of a grant, up to
$13,000,000 to initiate construction of phase one prioritized project features and in legislative
intent to provide no more than $30,000,000 during the 2019-2021 and 2021-2023 biennia, and
at 75 percent cost-share.

Also, SB 2020 established requirements for any construction funding received for the RRVWSP,
to initiate construction of phase one prioritized project features, be spent and construction begin
only after the budget section receives and approves certification from the Commission that
requirements were met. The GDCD received certification from the Commission in September
2020 and the Interim Legislative Budget Section approved the certification of requirements in
September 2020.

In November 2020, the GDCD reviewed Missouri River Intake construction bids in the amount of
$4,989,405. The updated total cost is $5,908,347 or $1,878,347 over the previous estimate of
$4,030,000. The GDCD received 90 percent cost-share of $3,627,000 in October 2020, and the
current request is for an additional 90 percent cost-share of $1,690,500.

Also, the GDCD requested 90 percent cost-share of $5,559,500 for early-out construction for
Contract 5A. These two amounts, along with the $5,750,000 approved in October for the early-
out construction ($3,627,000) and design costs ($2,123,000), allocate the balance of the
$13,000,000 in SB 2020 legislative intent.

The GDCD requested 75 percent cost-share of $807,500, toward the remaining Contract 5A
project, $1,462,500 for Sheyenne River Outfall Discharge Structure, and site development.
These two amounts, along with the $1,130,000 approved in October for the intake early-out
design costs, allocated $3,400,000 of the $30,000,000 in SB 2020 legislative intent.

Duane DeKrey, Manager, GDCD, requested additional funding for geotechnical services costs
of $610,000 for the Missouri River intake, crib, and tunnel project. John Paczkowski stated the
costs were completed prior to Commission approval, and based on Commission policy were
ineligible for cost-share.

The recommendation was to 1) approve the additional $7,250,000 cost-share, at 90 percent of
eligible costs, with total cost-share of $13,000,000 for construction of phase one prioritized
project features as authorized SB 2020, and 2) approve the additional $2,270,000 cost-share at
75 percent of eligible costs, with total cost-share of $3,400,000 of the $30,000,000 in legislative
intent included in SB 2020, for total additional cost-share of $9,520,000.

The following motion was made:

It was moved by Commission Hemmer and seconded by Commissioner

Owan the Commission approve 1) the additional $7,250,000 cost-share, at 90
!
|
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percent of eligible costs, with total cost-share of $13,000,000 for
construction of phase one prioritized project features as authorized in SB
2020, and 2) approve the additional $2,270,000 cost-share at 75 percent of
eligible costs, with total cost-share of $3,400,000 of the $30,000,000 in
legislative intent included SB 2020, totaling an additional $9,520,000 for the
RRVWSP. The approval is contingent on available funding for the 2019-2021
biennium.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen, Schneider,
Zimmerman, Goehring, and Governor Burgum voted aye. There were no nay
votes. The motion carried.

LARIMORE: WATER SYSTEM REPLACEMENT - $1,424,500
(SWC Project No. 2050LAR)

Larimore requested additional cost-share for the replacement of its water distribution system,
including watermain, fire hydrants, and user connections. The water distribution project is one
component of the city-wide infrastructure replacement project to replace water, sewer, and
stormwater lines. In February 2020, Larimore received 60 percent cost-share in the amount of
$2,617,000 based on an estimated total water system project cost of $4,500,000.

In August 2020, the Commission deferred approval of the request until the financial plan was in
place and now includes a USDA Rural Development loan for 40 years at 1.875 percent.
Through the loan application process, the original 2017 cost estimates and indexed costs to
2021 were reevaluated and increased the overall costs from $20,740,000 to $23,500,000.
Larimore was not able to secure grant funding to cover street restoration costs requiring those
street costs to be proportionally spread across the sanitary sewer, storm water, and watermain
components. This resulted in an increase of the total watermain cost by $2,235,880 to
$6,735,880.

The life cycle cost analysis considered two alternatives. The “do nothing” alternative is
insufficient and will not address the water loss or water quality problems. The alternative to
replace all deficient infrastructure will cost $7,640,000, which is $5,473,000 more than the “do
nothing” alternative of $2,167,000. Construction will be bid in January 2021 and completion in
fall 2023. The estimated total eligible costs is $6,735,880, and with a cost-share of 60 percent,
or $4,041,500, requires an additional $1,424,500 beyond the $2,617,000 Larimore received in
February 2020.

The project is in the 2019 Water Development Plan and meets requirements of the Water
Commission’s cost-share policy for municipal water supply projects. The recommendation was
to approve the additional request in the amount of $1,424,500.

After discussion, the following motion was made:

It was moved by Commissioner Goehring and seconded by Commissioner
Pedersen the Commission approve the request of Larimore for state cost-
share participation at 60 percent of eligible costs an additional $1,424,500
cost-share, with the total amount not to exceed $4,041,500. The approval is
contingent on available funding for the 2019-2021 biennium.
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Commissioners Anderson, Hemmer, Johnson, Pedersen, Schneider,
Zimmerman, Goehring, and Governor Burgum voted aye. Commissioner
Owan voted nay. The motion carried.

LAKOTA: WATER TRANSMISSION LINE REPLACEMENT - $618,000
(SWC Project No. 2050LAK)

Lakota requested cost-share for replacement of a water transmission line. The life cycle cost

analysis considered four alternatives, and chose alternative three which will maintain the

connection to the water treatment plant and storage. The eligible cost is $1,030,000, with 60

percent cost-share of $618,000. The local share would be from the Drinking Water State
Revolving Loan Fund.

The project was not in the 2019 Water Development Plan but meets requirements of the

Commission’s cost-share policy for municipal water supply projects. The recommendation was

to approve the request at 60 percent state cost-share.

After discussion, the following motion was made:

It was moved by Commissioner Owan and seconded by Commissioner
Hemmer the Commission approve the request of Lakota for state cost-share
participation at 60 percent of eligible costs not to exceed $618,000. The
approval is contingent on available funding for the 2019-2021 biennium.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen, Schneider,
Zimmerman, Goehring, and Lt. Governor Sanford voted aye. There were no
nay votes. The motion carried.

NORTHWEST AREA WATER SUPPLY (NAWS)

AMENDMENT NO. 2 FOR NAWS ENGINEERING SERVICES CONTRACT:

Tim Freije, NAWS Project Manager, presented a request to approve Amendment 2 of the
NAWS Engineering Services contract, APPENDIX D. The amendment would extend the

termination date from December 31, 2019, through December 31, 2029. The extension would

allow orderly and continuous progress on the NAWS project. !

After discussion, the following motion was made:

It was moved by Commissioner Zimmerman and seconded by Commissioner
Anderson the Commission approve the extension of the Engineering Service
Contract through December 31, 2029, unless extended by agreement of all
parties or terminated in accordance with Article 4.2.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen, Schneider,
Zimmerman, Goehring, and Lt. Governor Sanford voted aye. There were no
nay votes. The motion carried.

AWARD OF CONTRACT 2-4C:

Tim Freije presented a request to award NAWS Contract 2-4C to BEK Consulting, LLC, in the

amount of $4,503,071.
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After discussion, the following motion was made:

It was moved by Commissioner Hemmer and seconded by Commissioner
Owan the Commission approve the award of Contract 2-4C to BEK
Consulting, LLC, in the amount of $4,503,071, utilizing 65 percent of
Municipal, Rural, and Industrial Water Supply Program funds available at
the end of the biennium.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen, Schneider,
Zimmerman, and Lt. Governor Sanford voted aye. There were no nay votes.
Commissioner Goehring was absent for the vote. The motion carried.

RUGBY’S REPLACEMENT AND EXTRORDINARY MAINTENANCE REQUEST:

The SWC collects and maintains a reserve fund for Replacement and Extraordinary
Maintenance (REM) from water sales revenues from NAWS. Funds are collected on all NAWS
contracts including all users served throughout the service area. The account has only been
used twice. Rugby requested reimbursement for repairs and replacements of its Ruby Water
Treatment Facility in the past, which was expanded and updated in Phase | of the NAWS
project. The previous reimbursements were limited to the amount of REM funds paid by Rugby.

Rugby requested reimbursement for repairs to the pipeline delivering well water from the
wellfield to the water treatment facility. The total expenditures were $171,758.50. To date,
Rugby contributed $88,602.60 to the REM account.

I

The following motion was made:

It was moved by Commissioner Hemmer and seconded by Commissioner
Zimmerman, the Commission approve Rugby’s request as a REM expense
and authorize reimbursement of $88,602.60.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen, Schneider,
Zimmerman, and Lt. Governor Sanford voted aye. There were no nay votes.
Commissioner Goehring was absent for the vote. The motion carried.

SOUTHWEST PIPELINE PROJECT (SWPP)

CAPITAL REPAYMENT AND REPLACEMENT AND EXTRAORDINARY MAINTENANCE
RATES (REM) FOR 2021:

Sindhuja S.Pillai-Grinolds, Project Manager, SWPP, presented Southwest Water Authority’s
(SWA) water rates and budget for 2021, and requested the Commission establish the 2021
Capital Repayment and REM rates (APPENDIX E).

Commissioner Hemmer asked for clarification regarding the recommendation with no increase
for REM rate and the request for funding related to the metallic pipeline replacement in the next
agenda item. The request is to use funds from the REM fund or funding from SWC.
Commissioner Hemmer stated that the metallic pipeline replacement would be many miles, and
that the REM rate may need to change significantly to address the costs of replacement pipe.
Sindhuja stated the agreement that transferred the operations and maintenance of SWPP to
SWA does not state how much the REM rate should be, but that the REM fund needs to be
maintained. SWA charges approximately 12.5 percent of user rates for the REM fund. If all
|
!
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replacements are expected to be paid from the REM fund, the REM rate would need to be
significantly higher. Currently, there is no policy that states the REM fund should cover a certain
percentage of total cost for SWPP projects. The SWA has consistently placed money in the
REM fund, and based on current projections, $22M will be available in the fund by end of 2021.

Commissioner Hemmer stated the Commission needs to look at the SWPP as more of a rural
and regional system. This would allow the Commission to determine what would be funded as
state cost-share. Commissioner Hemmer stated the Commission needs to be cognizant that
the SWA may have to raise the REM rate to ensure adequate funding, or the Commission may
need to look at the cost-share policy for the replacement items. This needs to be discussed in
the near future.

Commissioner Schneider stated that with $22M REM funds available, and the size of the
pipeline replacement project, the REM funds may not cover these expenses. The SWA is also
paying Capital Repayment to the RTF. Increasing the REM rate even more needs to be
discussed, as it is already at 12.5 percent, and is a concern of users in the area.

Commissioner Anderson asked how the failure of this particular pipe was any different than any
other systems experience related to operating and maintenance expenses of this

nature. Commissioner Anderson stated that the Commission has considered significant cost-
share for replacement of pipelines, while other systems have managed the costs, and

it is reflected in their water user rates. Commission Anderson feels the Commission needs to
address these issues the same across the board, and this is not an isolated case.

Lt. Governor Sanford asked the Commission to make a motion and vote on the current agenda
item and discuss the pipeline replacement next.

Commissioner Hemmer stated there were two options for consideration of the next request for
approval: utilize REM funds or state funds. Commissioner Hemmer stated that this is one
request of many that SWA will be making in order to replace metallic pipeline throughout the
system, and the SWA was concerned the REM fund would be depleted with this type of project.
Commissioner Hemmer stated it was concerning that SWA has the potential for significant use
of the REM fund and would not make adjustments to the rate. Commissioner Hemmer stated if
the current REM fund is approved, their needs to be an additional REM rate adjustment in the
future to cover the extensive pipeline replacement.

John Paczkowski stated the SWPP is owned by the Commission and it is within the
Commission’s authority to establish the REM rate. Nothing forbids the Commission to amend
the rate now or at some future meeting. If the REM fund cannot fund continued projects, the
rate could be increased at a later time.

Lt. Governor Sanford asked if there was consideration of raising the REM rate now because of
these concerns and if there was a way to determine a rate adjustment. John Paczkowski stated
the current request for REM adjustment was from the SWA, and future pipeline replacement
projects would need to be addressed by two possible options outlined in the next request. John
recommended approving the current REM rate as requested and fund the pipeline replacement
request from the REM fund. The remainder of the pipeline replacement project would be
assessed, and funding discussed at a later time.

Commissioner Hemmer agreed with approval of the rates at this time and asked for a study to
address additional rate adjustments in the future. Commissioner Hemmer stated that after
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additional amounts of funding for pipeline replacement is determined, the Commission needs to
discuss additional REM rate adjustments.

Sindhuja stated that the current REM rate amount generates approximately $2M per year. The
estimated cost of the metallic line replacement is $1.8M, and the magnitude of future metallic
pipeline replacement if necessary, would be very costly. Sindhuja stated REM funds would not
be sustainable for the continued expense of large pipeline replacement projects. Sindhuja
stated an assessment of future pipeline replacement is needed to determine costs and use of
available funds.

After further discussion, the following motion was made:

It was moved by Commissioner Johnson and seconded by Commissioner
Hemmer the Commission approve the 2021 Capital Repayment and REM
rates as follows:

Capital Repayment for contract and rural customers:

$1.25 per thousand gallons for contract users; $30.19 for rural
users in Morton County with water service from Missouri West
Water System; and, $38.11 per month for other rural users.

Capital Repayment for oil industry contracts:
$3.00 per thousand gallons for Dickinson Water Depot, and
$4.00 per thousand gallons for other oil industry contracts.

REM Rate: $0.70 per thousand gallons for the contract users;
$0.80 per thousand gallons for rural users; $3.00 per thousand
gallons for the SWA'’s Dickinson Water Depot; and, $4.00 per
thousand gallons for other oil industry contracts.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen,
Zimmerman, Goehring, and Lt. Governor Sanford voted aye. Commissioner
Schneider abstained. The motion carried.

SWC FUNDING FOR METALLIC LINE REPLACEMENT:

Sindhuja presented SWA's request for project funding for replacement of metallic line failures,
APPENDIX F. The line failures may not be isolated and future instances are possible. The
Commission was given two options to address funding of the metallic line replacement.

The first option is to approve SWPP’s project funding for replacement of Contract 2-3A
pipeline, and the funding would count towards the total funding allocation for SWPP. The
second option, and recommended by SWC staff, is to approve use of REM funds for Contract
2-3A replacement and to complete an assessment of metallic pipelines on the SWPP. Based
on the assessment, future funding for line replacements would be considered.

James Odermann, Chairperson, SWA, stated that at the SWA’s November meeting, the
following were discussed including the concerns of REM rates, funding, and possible future
pipeline replacements on a large scale. Even though the SWA may have REM funds available
for the 2-3A replacement project, the intent of the SWA is to bring awareness to the
Commission related to the sustainability of the REM fund before major funding concerns arise.
Chairman Odermann reiterated that the state of North Dakota owns SWPP, and it is important
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for the Commission and citizens to be aware of funding concerns. One of the reasons for the
funding request is to be proactive, rather than reactive, and to begin the collaborative
communication to bring about positive outcomes for all. Chairman Odermann also reiterated
that 12.5 percent of the rate structures is applied to the REM fund, which is in addition to
operating reserves. Chairman Odermann stated that the SWA can fund the replacement with
REM funds at this time, but it was important to determine how to address future funding going
forward.

After discussion, the following motion was made:

It was moved by Commissioner Hemmer and seconded by Commissioner
Owan the Commission approve the use of REM funds for the
2-3A replacement project and assessment of all metallic pipelines on the
SWPP.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen, Schneider,
Zimmerman, and Lt. Governor Sanford voted aye. The motion carried.

WATER PERMIT OVER 5,000 ACRE-FEET

John Paczkowski presented information on Minnkota Power Cooperative’s request for
appropriation of water in the amount of 15,000 acre-feet annually from the Missouri River for
cooling purposes related to the operation of Project Tundra. The recommendation was to approve
the request.

The following motion was made:
It was moved by Commissioner Johnson and seconded by Commissioner
Anderson the Commission approve the final issuance of Conditional Water
Permit No. 7097.

Commissioners Anderson, Hemmer, Johnson, Owan, Pedersen, Schneider,
Zimmerman, and Lt. Governor Sanford voted aye. The motion carried.

WESTERN AREA WATER SUPPLY (WAWS)

Jeffrey Mattern presented a request from SWC staff for the Commission to reaffirm delegation
of SWC staff to grant or deny requests from the WAWS on the planning, location, and water
supply contracts of any depot, laterals, taps, turnouts, and risers for industrial sales for oil and
gas exploration and production.

Beginning August 2013, the Commission was required to approve industrial sales of the water
depots and lateral sales. In June 2013, the Commission delegated to the Chief Engineer the
authority to either approve or deny these connections and contracts based on a review of the
contracts for system capacity at the location, availability of continued supply for domestic use,
demonstration that the connection does not impact the finances of the WAWS, and any other
factors the Chief Engineer determines relevant. Construction of a new water depot would be
brought forward to the Commission for final review and approval.

After discussion, the following motion was made:

!

!
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Approved and entered into by resolution of the State Water Commission this

day of , 2020.

Secretary and Acting State Engineer

HOUSTON ENGINEERING, INC.

By:

Title:

Date:
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